ABSTRACT: Although several studies bave examined the trend toward the decreasing dif ferentiation of non-profit from for-profit general hospitals, few have focused on freestanding psychiatric hospitals. This study updates previous research that used psychiatric hospital data from calendar year 1986 with data from 1990. In addition, a preliminary examination of the influence of market competition on the behavior of non-profit psychiatric facilities was conducted. Results confirm a converging trend between for-profit and non-profit facilities that is related, in part, to competition.
legislative action. This, in turn, has brought about caution from some researchers against the hasty dismissal of the important roles that non-profits play in today's continuum of mental health care (Frank & Salkever, 1991) as well as a number of "guides" outlining how to maintain non-profit status in such a difficult environment .
Three years ago, Culhane and Hadley (1992) examined the distinguishing characteristics of for-profit and non-profit freestanding psychiatric inpatient facilities, and found that these hospital types significantly differed on a number of service and organizational variables (e.g., service mix, client mix, payer mix, accessibility, and hospital capacities). These findings have subsequently been supported by a study using a different data source (McCue & Clement, 1993) . However, Culhane and Hadley also found that the classification test produced by a discriminant analysis model misclassified a considerable number (25.6%) of non-profits as for-profit. The authors concluded that the non-profits were potentially responding to competitive pressures to behave in a for-profit manner.
Although there have been several studies examining the trend towards decreasing distinguishability of non-profit and for-profit general hospitals (Arrington & Haddock, 1990; Herzlinger & Krasker, 1987) , few have focused on freestanding psychiatric hospitals. The objective of this study is to re-examine this trend in freestanding psychiatric hospitals and update our previous study (Culhane & Hadley, 1992) . That study used hospital data from the 1986 calendar year, whereas the present one uses data from the 1990 calendar year. In addition, because the literature suggests that increased competition is having a great effect on the behavior of non-profit hospitals (Woolley, 1990) , we conduct a preliminary examination of the influence of market competition on the behavior of non-profit psychiatric facilities. Based upon our previous study and the literature, our working hypotheses are: 9 There will continue to be significant differences between for-profit facilities and non-profit hospitals across a wide array of variables, with the pattern of relationships being similar to previous findings; 9 Because of increasing competition, resulting primarily from private hospital growth between 1986 and 1990, more non-profit hospitals will be misclassified as for-profit hospitals (i.e., have similar characteristics as for-profits) in 1990 than in 1986 using a discriminant procedure;
9
Non-profit hospitals that are misclassified using the discriminant procedure will be located in more competitive psychiatric inpatient markets.
METHOD Data Sources
Data from the Inventory of Mental Health Organizations (IMHO) were used for this study. The IMHO survey was conducted by the Survey and Reports Branch of the National Institute of Mental Health (National Institute of Mental Health, 1991). Collected in 1991, the data reflect information from calendar year 1990 for each of the facilities. The IMHO survey has a 97% completion rate (R. Mandersheid, Personal Communication, March 1991) and is thus the best approximation of the known universe of mental health organizations and facilities in the United States. Both clerical analysis and computer routines were used to subject the IMHO data to a number of quality checks, and respondents were contacted by telephone for follow-up until each organization passed the error checks.
Only private mental health organizations that reported in the IMHO providing inpatient services in a hospital setting were included in the analysis, for a total population of 494 cases (psychiatric units in general hospitals were not included). Eight cases were then excluded from the analysis of missing values, leaving a final population of 486 cases. Over two thirds were "for-profit" (N=336) and under one third were "not-for-profit" (N = 150). The data represent an approximation of the entire population of private, psychiatric inpatient facilities in the United States in 1990.
County level population data from the 1990 United States decennial census were also used in this study. Although there has been a reported undercount for persons of color relative to whites, post-enumeration survey estimates based on repeat interviews of a probability sample of about 165,000 housing units provide only national, state, and some regional level adjustment factors. Thus, as smaller geographic population units were used in this study (for localized estimates of market competition), no adjustment factors were used and original population estimates from the 1990 census were employed.
Hospital Constructs
The hospital characteristics used in this study were service mix, client mix, payer mix, accessibility, expenditures, facility capacities, university affiliation, and length of stay. As in our previous study (Culhane & Hadley, 1992) , several of the operational definitions of these characteristics were based on the work of Arrington and Haddock (1990) and others were constructed from the available data. The characteristics were operationalized as follows: 
Analyses
A similar methodology to our previous study (Culhane & Hadley, 1992 ) was employed to analyze the data in the present study. Discriminant analysis is a technique used to distinguish between two or more mutually exclusive groups on the basis of several independent variables on which the groups are expected to differ (Klecka, 1980) . The technique was used in the present study to develop a linear model of the constructed variables such that the resulting prediction equation minimized the chance of misclassification between not-for-profit and for-profit facilities. The procedure provides results similar to those obtained when using multiple regression (Klecka, 1980) ; however, we selected discriminant analysis because it is more appropriate for examining differences among mutually exclusive groups measured at the nominal level.
As the IMHO data available for this study reflect an approximation of the total United States universe of private psychiatric inpatient facilities, classification of facilities based on a discriminant function using the entire population would produce an inflated estimate of the model's effectiveness. Therefore, the function was derived from a sample of cases selected from the population and then tested for misclassification using the unselected cases to obtain a more accurate estimate of the model's effectiveness. A step-wise procedure was used to select variables for inclusion in the model.
The results of the discriminant function classification of private nonprofit psychiatric hospitals were further evaluated by examining the effect of competition on hospital characteristics (i.e., comparing misclassified non-profit hospitals--those that share more of the model characteristics of for-profit facilities--with correctly classified hospitals). County boundaries were selected as the closest approximation of market areas from the data available in the IMHO. Three competition indices were calculated, using both the IMHO and the U.S. Census, for each county: (1) the number of inpatient psychiatric beds (from all sources including general hospitals, state facilities, multi-service organizations, and free-standing psychiatric facilities) per capita; (2) the number of inpatient beds in for-profit hospitals per capita; and (3) the number of full-time equivalent psychiatric per capita. Although other indices of competition have been proffered (White & Chirikos, 1988) , we chose to create our own indices based on the assumption that the greater the supply (beds and staff), the greater the competition. Thus, the higher the value in each of these indices, the greater the competition in the county. Using these competition indices, simple comparisons were made among misclassified and correctly classified not-forprofit hospitals. Finally, we examined the effect of the "chain status" on the characteristic profile of non-profits (i.e., whether non-profits have more characteristics of for-profit facilities in areas that have more for-profit facilities that are part of a chain and whether non-profits that are part of a chain have more characteristics of for-profit hospitals). Table 1 , six variables were entered into a prediction equation by the discriminant analysis in the following order: service mix, client fees/insurance (payer mix), other payer (payer mix), Medicare (payer mix), proportion elderly (client mix), and number of inpatient beds. The equation successfully classified the ownership status of the facilities 84.21% of the time for selected cases and 81.08% of the time for unselected cases (Table 2) . However, as the discriminant equation misclassified 45.8% of the unselected not-for-profit hospitals (compared to misclassification of 6.3% of the for-profit hospitals), it is much better at classifying the for-profit hospitals than the not-for-profit facilities, suggesting that a great number of the not-for-profit hospitals (almost half) share the same discriminating characteristics as the for-profit hospitals. As only 25% were misclassified using 1986, the relative numbers of non-profits that "look like" for-profits has almost doubled between 1986 and 1990. Standardized discriminant function coefficients (which are similar to standardized coefficients or beta weights produced in a regression procedure) are also presented in Table 1 . Absolute values of these coefficients have been interpreted as reflecting the relative importance of the variables in the prediction model. Nevertheless, it is the combined predictability of the selected variables that comprises the model, and it is that combination that has been evaluated here. Therefore, separating out individual variable effects based only upon the coefficients can be misleading and should be further qualified. Moreover, because the discriminant procedure only includes variables when they contribute uniquely to the model, other variables with shared variation may not enter the equation even though for-profit and non-profit hospitals may differ significantly on those variables. Thus, we should also look at the function-variable correlations to assess the strength of the relationship between individual construct variables and the discriminant function (Table 3 ). In addition, by examining the variable means and univariate F-tests (Table 4) , we can Table 3 , it is apparent that service mix and variables for payer mix show the strongest relationships to the discriminant function. However, client age, accessibility and facility capacities are also moderately correlated with the discriminant procedure. The results of the univariate tests of significance presented in Table 4 show significant differences (p < .05) between for-profits and notfor-profits for service mix, all three categories of client age mix, all five categories of payer mix, accessibility, all three categories of facility capacities, and finally, university affiliation. Significant differences (p <: .05) between for-profit and non-profit facilities were found in 14 construct variables out of a total of 19 included in the analysis. The pattern of differences in 1990 is similar to that obtained using 1986 data (Culhane & Hadley, 1992) .
RESULTS

As presented in
To evaluate the finding that more not-for-profit hospitals are sharing characteristics with for-profit hospitals (i.e., more are "looking" like forprofits), the 64 not-for-profit hospitals (selected and unselected) that were misclassified as for-profit by the model and the 86 not-for-profit hospitals that were correctly classified as not-for-profit by the model were further examined. To determine if misclassified not-for-profits were clustered in states that promote greater competition, the misclassified facilities were sorted by state. The 64 facilities were spread out over 25 states suggesting that statewide 15olicies are not a major factor in influencing not-for-profits to behave like for-profit facilities. Moreover, being part of a chain of hospitals also did not appear to influence not-for-profits to look more like forprofits as of the 64 misclassified not-for-profits, only five were part of a chain. Whether competing for-profit hospitals in a particular area were part of a hospital chain also appeared to not influence the characteristic profile of non-profits (i.e., non-profits did not "look more like" for-profits in areas where there were more non-profit chain facilities).
Finally, the simple comparisons using the three competition indices are presented in Table 5 . Although the not-for-profit facilities misclassified as for-profit facilities by the discriminant procedure seem to be consistently in areas with higher competition, only one index (psychiatrist/1000) showed a significantly higher value for the misclassified hospitals (p < .05).
DISCUSSION
It was hypothesized that although non-profit and for-profit psychiatric facilities would significantly differ across a number of characteristics, the trend for non-profits to look more like for-profits would be verified and shown to be related, in part, to market competition. However, before beginning a discussion of the results, several caveats about the limitations of this study are in order. First, the IMHO data did not allow a more specific categorization (other than inpatient, outpatient, partial care, and residential care) of the treatment modalities used at each facility. Thus, the service mix construct variable was necessarily broad. A more clinically detailed service mix indicator may produce different results. Second, standard deviations reported in Table 4 reveal that considerable variation is present for both for-profit and non-profit hospitals on virtually every construct variable. This should be carefully considered when interpreting the results of the discriminant procedure and particularly applying the classification equation. Third, this study did not include general hospital psychiatric units or public psychiatric hospitals. Future studies may wish to examine these provider types and their attributes. Finally, use of county location as the definition of market boundaries is primitive and may not reflect true market areas. However, county designation was the closest approximation to true market areas available in the data set. Nevertheless, even given these caveats, important insights into the current trends and behaviors of non-profit psychiatric facilities were apparent. The significant differences, based upon ownership type, found in our previous study using 1986 data are largely replicated using 1990 data. Nonprofit hospitals offer a broader array of services, to proportionately more adults/elderly and fewer children, in smaller facilities with greater turnover and occupancy rates. Non-profits also rely more on state funding and less on client fees or insurance to support their operations than do forprofit facilities. As was noted previously (Culhane & Hadley, 1992) , these differences would be expected given the high economic motivation in for-profit hospitals (e.g., children are typically better insured than adults/elderly, and inpatient services are usually more lucrative, which promotes higher bed capacity and fewer other services) and the obligation of nonprofit agencies to "give something back" to the community or society at large for their preferred tax status (thus more services offered to less "lucrative" clients).
However, although significant differences between ownership types were maintained in both 1986 and 1990, the mean values for the examined variables appear to be converging (see Table 4 ). For example, in 1986, the mean values for service mix were 0.66 for for-profits and 3.06 for nonprofits. In 1990, those values were 1.16 and 2.46 respectively. Similarly, in 1986 the mean number of inpatient beds per facility was 92.25 for forprofits and 60.43 for non-profits. In 1990, means were 88.37 and 71.81 respectively. Therefore, although they still differ in several important respects, from a simple visual comparison of results, it appears that nonprofits and for-profits are becoming more similar.
This visual examination is supported by the results of the discriminant analysis. Although 25% of non-profit hospitals were misclassified as forprofit by the discriminant function in 1986, 45% of non-profits were misclassified in 1990. This result could be an artifact of the analysis--perhaps for-profit hospitals have become more homogeneous (less variability) and non-profits more heterogeneous (more variability). However, the standard deviations for the variable means have not changed substantially, and indeed have decreased for a number of variables for non-profits from 1986 to 1990. Perhaps because of factors such as decreased access to public support and less philanthropy (Ginzberg, 1991; Shore, 1992) , non-profit hospitals must seek financial support from other sources, and in the process have adopted a number of practices used successfully by for-profit organizations.
Our preliminary examination of the effects of competition on non-profit hospital characteristics supports the claim that non-profits in markets with greater competition tend to possess characteristics similar to for-profit facilities. Although only one index (Psychiatrists/1000 population) showed significant differences suggesting that misclassified non-profit facilities are located in areas of higher competition, the other two indices indicate trends in that direction and indeed one of them (total inpatient beds per 1000 population) revealed that on average there are 33% more beds per capita in areas where non-profits are possessing the characteristics of forprofit facilities (Table 5) . Given this trend, perhaps the competition received from private hospital beds is not as important as the total number of beds (as reflected by total beds from all sources and number of psychiatrists per capita). Competition clearly appears to be influencing the be-havior and characteristics of non-profit psychiatric hospitals and deserves further investigation.
In conclusion, our hypotheses are supported by the results of the data analyses. Although non-profit and for-profit psychiatr!c facilities continue to significantly differ across a number of characteristics, the trend for nonprofits to look more like for-profits is increasing and seems to be related, in part, to market competition. Future research should continue to monitor and evaluate the apparently ongoing convergence of the characteristics of for-profit and non-profit psychiatric hospitals. Policymakers in local communities should carefully consider the changing characteristics of non-profit facilities when reassessing or evaluating the "community benefit" provided in exchange for special tax status. The current competitive economic climate is a challenge for both for-profit and non-profit hospitals today. However, non-profits need to carefully focus on and be more responsive to the concerns and expectations of the public and policymakers that they serve to support and maintain their non-profit status (Gray, 1993) , and policymakers may need to better weigh the effects of competition on the performance of non-profit facilities when formulating new societal priorities.
